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OATH OR AFFIRMATION

I, ARIEL GOODMAN , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
LEMPERT BROTHERS INTERNATIONAL USA, ING. , a8

of SEPTEMBER 30 2008 gare true and correct, 1 further swear (or affirm) that

ncither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

DV ) o 2t e

g ~ Signature
CHIEF COMPLIANCE OFFICER

i SAMUEL A, ST )
Notary Public Notary Public, State of Mew York
' No. 31-4&207577C ty.
This report ** contains (check all applicable boxes): Qualifics in New york Gogin
{n) Facing Page. Term Expires May 31.@‘7

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(¢) Statement of Changes in Stockholders’ Equity or Partners’ or Sale Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

{g) Computation of Net Capilal.

{h} Computation for Determination of Reserve Requirements Pursuanl 1o Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(i) A Reconciliation, including appropriate explanation of the Compulation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

{m) A copy of the STPC Supplemental Report.

(n) A reportdescribing any material inndequacics found to exist or found ta have existed since the date of the previous audit.

ERONONEREE

0as O

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e){(3).
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Independent Auditor’s Report

To the Board of Directors of
Lempert Brothers International USA, Inc.
New York, NY ' '

. We have audited the accompanying statement of financial condition of Lempert Brothers
' International USA, Inc. {the Company) as of September 30, 2006 and the related statements of
‘income, changes in stockholders’ equity, and cash flows for the year then ended that you are filing
pursuant to rule 17a-5 under the Securities Exchange Act of 1934. These financial statements are
the responsibility of the Company's management. Our responsibility is to express an opinion on
these financial statements based on.our audit. ' '

We conducted our audit in accordance with auditing standards generaily accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion. -

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Lempert Brothers International USA, Inc. as of September 30, 2006, and the
results of their operations and their cash flows for the year then ended in conformity with
accounting principles generally accepted in the United States of America. o :

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedules I, II, III, and IV, is presented for
purposes of additional analysis and is not a required part of the basic financial statements, but is
supplementary information required by rule 17a-5 under the Securities Exchange Act of 1934.
Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole. S

d{/:'w-—f b «Ww n o~
Brace & Sussman, PLLC -

Certified Public Accountants '
Londonderry, New Hampshire

November 27, 2006




LEMPERT BROTHERS INTERNATIONAL USA, INC.

STATEMENT OF FINANCIAL CONDITION

SEPTEMBER 30, 2006
ASSETS

Cash : 3 6,859
Prepaid expenses _ 4,712
Deposits with clearing organizations . N ' . 100,830
Loan to affiliate o - 26,575
Advances to employees . o ‘ 5,000
Deferred tax assets, net of valuation allowance of $274,865 S
Equipment, at cost, less accumulated deprec_:iation of $17,928 : 25,047

Total Assets ' - . § 169,083

LIABILITIES AND SHAREHOLDERS' EQUITY

LIABILITIES: _ |

Accounts payable, accrued expenses, and other liabilities $§ 46,371

Payable to clearing firm . o ‘ ~ 40,708
Total liabilities - | 87,019

SHAREHOLDERS' EQUITY:
Common stock, no par value, 200 shares authorized, ‘
issued and outstanding : - 1,588,064

Retained earnings (deﬁcit) (1,506,060)
Total shareholders’ equity ‘ 82,004
Total liabilites and sharcholders' equity - I $ 169,083

The accompanying noles are an integral part of these financial statements.




LEMPERT BROTHERS INTERNATIONAL USA, INC.
STATEMENT OF INCOME

FOR THE YEAR ENDED SEPTEMBER 30, 2006

Revenues:
Comrmnissions
Fee income
Interest and dividends

Total revenue
Expenses:
Employee compensation and benefits
. Communications, occupancy, and equipment rental
- Other operating expenses ' —
Total expenses
Net income (loss) before taxes

Provisicn for income taxes

Net income (loss)

The accompanying notes are an integral part of these financial statements.

¥ 73,610
56,681

1,332

131,623

106,615
26,099
213,968

346,682

"~ (215,059)

333

$_@1530)




LEMPERT BROTHER INTERNATIONAIL USA, INC.
STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY

FOR THE YEAR ENDED SEPTEMBER 30, 2006

‘ Common Retained
Stock Eamipgs_(deﬁcit) Total
Balance at October 1, 2005 $1437973 §  (1290,668)  $ 147,305
Additional paid in capital 150,091 S 150,091
Net income (loss) o . (215,392) (215,392)

Balance at September 30, 2006 $1588064 $  (1.506060) $ 82,004

The accompanying noles are an integral part of these financial statements.




LEMPERT BROTHERS INTERNATIONAL USA, INC.
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED SEPTEMBER 30, 2006

Cash flows from operating activities:

Net income (loss) ' $(215,392)
Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation 7 o 7,545

- Increase in deposit with clearing organizalions o : . (343)
Increase in advances to employees R : (5,000)
Increase in loan to affiliate _ . (498)
Increase in prepaid assets ' (4,619)
Increase in accounts payable, accrued expenses, and other llabﬂmes 26,772
Increase in pnyablc to clearing firm . : _ . 40,708
Total adjustments L B _ 64,565

Net cash used by operating activities . : ' (150,827)

Cash flows from investing activities:
Purchase of equipment : ' (1,550)

Cash flows from financing activities

Additional capital contributions o 150,091
. Net decrease in cash . ' : — . - . (2,286)

: Cash at beéinning of the year | ; _ : 7 9,145
 Cash at end of the year S $ 6,859

Supplemental cash flow disclosures:

Interest payments , L o o o $ -
Income tax payments : ' 8 33

. Disclosure of accounting pblicy:

For purposes of the statement of cash flows, the Company considers all highly liquid debt
instruments purchased with a maturity of three months or less to be cash eqmvalents Money
‘:marlcet accounts are not consuiered to be cash equivalents

The accompanying notes are an integral part of these financial statements.




LEMPERT BROTHERS INTERNATIONAL USA, IN C.
NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2006

NOTE 1 - SIGNIFICANT ACCOUNT]NG POLICIES

O_ganlzatlon and’ Nature of Business :

The Company was incorporated on Decemnber 18, 2002. It serves as a bmkerldealer in securities
specializing in private placements, but also offers over-the-counter retail brokerage services, put
and call or option transactions as well as arrangmg transactlous in hsted securities for exchange
members '

'leed Assets ‘

Furniture and eqmpment are being depracmted using the strmght—lme method over their estimated
useful lives, ranging from five to seven years. For the fiscal year cnded September 30, 2006,
deprecnatmn cxpense was §7,543. : :

Use of Estimates
" The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amount of assets and liabilities as of the date of the financial statements, and the reported amounts
of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

Compensated Absences
Employees of the Company are entitled to pald vacations, paid sick days and personal days off,

depending on the job classification, length of service, and other factors. The accrual cannot be
reasonably estimated, and accordingly, no. liability has been recorded in the accompanying
‘financial statements. The Company’s policy is to recognize the costs of compensated absenccs
when actually paid to employees.

: NOTE 2 NET CAPITAL

As a broker. dcalcr the Company is subject to the Securities a.nd Exchange Commission’s
regulations and operating guidelines, which require the Company to maintain a specified amount
- of net capital as defined, and a ratio of aggregate indebtedness to net capital as derived, not
exceeding 15 to 1. The Company’s net capital as computed under SEC Rule 15¢3-1, was $20,610
at September 30, 2006, which exceeded required net capital of $5,085 by $14,805. The rano of
aggregate. mdcbtedncss to net capital at September 30, 2006 was 422.51%.




LEMPERT BROTHERS INTERNATIONAL USA, INC.
NOTES TO FINANCIAL STATEMENTS (Continued)

SEPTEMBER 30, 2006

NOTE 3 - TAXES ON INCOME
Taxes on income consist of the following:

Federal State City Total.

‘Current $ 0 $ 0 $ 333 $ 333
Deferred 0 0 0 0
c 0 $ 333 3 333

$ 0 _ 3

Deferred income taxes arise from temporary differences resulting from income and expense items
reported for financial accounting and tax purposes in different periods. Deferred tax assets are
recorded to reflect deductible temporary differences and operating loss camyforwards while
deferred tax liabilities are recorded to reflect taxable temporary differences.

'As of September 30, 2006 the company had a total of $1,570,698 in operating loss carry-forwards
resulting in deferred tax assets for federal and state tax purposes. A valuation allowance for the
total amount of the deferred tax assets was assessed due to the uncertainty of utilizing those
assets. The deferred tax assets and related valuation allowances increased by $15,728 during the
year due to the current year loss. These operating loss carry-forwards are due to expire as follows:

2008 §627,775
2005 437,966
2010 420,217
2011 84,741

NOTE 4 - CONCENTRATION OF CREDIT RISK

The Company is engaged in various brokerage activities with counterparties. In the event
counterpames do not fulfill their obligations, the Company may be exposed to risk. The risk of
default depends on the credit worthiness of the counterparty or issuer of the instrument. It is the
Company’s policy to review, as necessary, the credit st:mdmg of each ¢ounterparty with wmch it
conducts business. : , : :




LEMPERT BROTHERS INTERNATIONAL USA, INC.
NOTES TO FINANCIAL STATEMENTS (Continued)

SEPTEMBER 30, 2006

NOTE 5 - RELATED PARTY TRANSACTIONS

The majority stockholder of Lempert Brothers Intemational USA, Inc. is alse the majority
stockholder of two afﬁlmted compames Lempert, Inc. and Lempert Brothers International
- Investments AG.

Lempert Brothers International Investments AG leases the office space that Lempert Brothers
International USA, Inc. uses under an apreement without reimbursement by the broker dealer.
The total amount of rent paid on behalf of this related party during the prior year was $19,277.
The amount due from this related party at September 30, 2006 was $19,277. In a previous year
the Company co-leased office space with Lempert, Inc. and incurred $6,800 of rental expense on
that related party’s behalf. The total amount due from Lempert, Inc. at September 30, 2006 is
$6,800.

NOTE 6 - GOING CONCERN

As shown in the accompanying financial statements, the Company has incurred recurring losses
from operations, and as of September 30, 2006, the Company’s current liabilities exceeded its
current assets by $80,220. These factors raise substantial doubt about the Company’s ability to
continue as a going concern. The Company’s stockholders have agreed in writing to contribute
additional cash capital as necessary to keep the Company going for the next year. The
accompanying financial statements do not include any adjustments that might be necessary if the
Company is unable to contmue as a poing concern. '

NOTE 7 - CONTINGENCIES

The Company is a defendant in an arbitration case before the NASD Dispute Resolution, Inc. The
statement of claim, filed by two former officers of the Company, alleges that they are owed
compensation and have been defamed. The former officers are seeking damages of approximately
$300,000, along with counsel fees, costs and punitive damages in an unstated amount. The
Company believes that the claims are without merit and intends to vigorously defend its position.
The firm’s counsel could not determine an ultimate outcome of this litigation at this time.
Accordingly, adjustments, if any, that might result from the resolution of this matter have not been
reflected in the financial statements. :




: ,LEMPERT BROTHERS INTERNATIONAL USA, INC.

SUPPLEMENTARY SCHED ULES

- FOR THE YEAR ENDED SEPTEMBER 30, 2006




SCHEDULE I

LEMPERT BROTHERS INTERNATIONAL USA, INC.

COMPUTATION OF AGGREGATE INDEBTEDNESS AND NET CAPITAL

PURSUANT TO RULE 15¢3-1

SEPTEMBER 30, 2006

- AGGREGATE INDEBTEDNESS: _
" Accounts payable, accrued expenses, and other liabilities

TOTAL AGGREGATE INDEBTEDNESS

NET CAPITAL:
Capital stock
Retained earnings (deficit)

ADJUSTMENTS TO NET CAPITAL:
Prepaid assets ' o
Furniture & equipment -
Advances to employees
Loan to affiliate
Haircuts

Net capita_l, as defined

MINIMUM NET CAPITAL REQUIREMENT -
NET CAPITAL IN EXCESS OF REQUIREMENT

- RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPTIAL

" ‘There were no material differences in the audited and unaudited compul:ation. of net capital.

5 87,079

38707

1,588,064
(1,506,060)
82,004

- (4,772)
(25,047)

(5,000)
(26,575)

$ 20,610

5,805

$ 14,805

422.51%



SCHEDULE I
LEMPERT BROTHERS lNTERNATIONAL USA, INC..

'INFORMATION RELATING TO POSSESSION OR CONTROL
REQU]RENIENTS UNDER RULE 15¢3-3 .

SEPTEMBER 30, 2006

The Company had no items reportable as customers’ fully paid securities: (1) not in the
Company’s possession or control as of the audit date (for which instructions to reduce to
possession or control had been issued as of the audit date) but for which the requircd action was
not taken by the Company within the time frames specified under Rule 15¢3-3 or (2) for which
instructions to reduce to possession or control had not been issued as of the audit date, excluding
items arising from “temporary ]ags which result from normal business operatlons as permitted
under Rule 15¢3-3.




SCHEDULE ITI
LEMPERT BROTHERS INTERNATIONAL USA, INC.
SCHEDULE OF SEGREGATION REQUIREMENTS AND FUNDS
IN SEGREGATION FOR CUSTOMERS’ REGULATED
COMMODITY FUTURES AND OPTION ACCOUNTS

SEPTEMBER 30, 2006

The Company claims exemption from the segregétion requirements of the Commeodities Futures
Act since it has no commeodity customers as the term is defined in Regulation 1.3(k).




SCHEDULE IV
LEMPERT BROTHERS INTERNATIONAL USA, INC.
COMPUTATION FOR DETERMINATION OF
RESERVE REQUIREMENTS FOR BROKER/DEALER UNDER
RULE 15¢3.3 OF THE SECURITIES EXCHANGE ACT OF 1934

SEPTEMBER 30, 2006

Lempert Brothers International USA, Inc. is exerapt from the reserve requirements of Rule 15¢3-3
under section (k)(2)(ii) as its transactions are limited, such that they do not handle customer funds
or securities, accordingly, the computation for determination of reserve requirements pursuant to -

Rule 15¢3-3 and information relating to the possessmn or contro] requirement pursuant to Ru]c
15¢3-3 are not applicable.




BRACE & SUSSMAN, PLLC

} 2 PARMENTER ROAD LONDONDERRY, NH 03053 TEL. [BOM 4371910
' FAX (503) 437-36878

Independent Auditor’s Report on Internal
Control Structure Required by SEC Rule 17a-5

Board of Dlrectors
Lempert Brothers International USA Inc.

In planning and performing our audit of the financial statements and supplemental scheduies of
Lempert Brothers International USA, Inc., (the Company), for the year ended September 30, 2006,
we considered its internal control, including control activities for safeguarding securities, in order

“to determine our auditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have
made a study of the practices and procedures followed by the Company including tests of such
practices and procedures that we considered relevant to the. objectives stated in rule 17a-5(g) in
making the periodic computations of aggregate indebtedness and net capital under rule 17a-
3(a)(11) and for determining compliance with the exemptive provisions of rule 15¢3-3. Because
the Company does not carry securities accounts for customers or perform custodial functions
relating to customer securities, we did not review the practices and procedures followed by the
Company in any of the following;:

1. Making quarterly securities examinations, counts, venﬁcanons and compmsons and the
- recordation of differences required by rule 17a-13.

2. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System.

3. Obtaining and maintaining physical possession or control of all fully paid and excess
margin securities of customers as required by rule 15¢3-3.

The management of the Company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this .
‘responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls, and of the practices and procedures referred to in the
preceding paragraph, and to assess whether those practices and procedures can be expected to
achieve the SEC’s above-mentloned objectives. Two of the objectives of internal control and the
practices and procedures are to provide management with reasonable but not absolute assurance

- that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition, and that transactions are executed. in accordance with
management's authorization and recorded properly to permit preparation of ftnancial statements in
conformity with generally accepted accounting principles. Rule 17a-3(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.




Because of inherent limitations in internal control or the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of them to
future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate. Our
consideration of internal control would not necessarily disclose all matters in internal control that
might be material weaknesses under standards established by the American Institute of Certified
Public Accountants. A material weakness is a condition in which the design or operation of one
or more of the internal control components does not reduce to a relatively low level the risk that
misstatements caused by error or fraud in amounts that would be material in relation to the
financial statements being andited may occur and not be detected within a’ timely period by
employees in the normal course of performing their assigned functions. During the fiscal year a
dispute arose among management and key officers of the firm left the Company. Several
documents were not present during the audit and alternative procedures were performed to
compensate for their absence.. These conditions were considered in determining the nature,
timing, and extent of the procedures to be performed in our audit of the financial statements of
Lempert Brothers International USA, Inc. for the year ended September 30 2006 and this report
does not affect our report thereon dated November 27, 2006.

‘We understand that prachces nnd procedures that accomphsh the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices
and procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
- Company’s practices and proceduxes were adequate -at September 30, 2006, to meet the SEC's
objectives. : '

This report is intended solely for the information and use of the Board of Directors, management,
the Securities and Exchange Commission, the National Association of Securities Dealers
Regulation, Inc. and other regulatory agencies that rely on Rule 17a-5(g) under the Securities
Exchange Act of 1934 in their regulation of registered brokers and dealers, and is not mtended to
be and should not be used by anyoue: other than these 3pec1ﬁed parties. '
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Brace & Sussman, PLLC

Certified Public Accountants

Londonderry, New Hampshire

November 27, 2006
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